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A 


Acceptance of property 
See also 

—Disclaimers 
Jointly-owned property 29 
Powers of appointment 29 


Accumulation distributions 

See also 

—Distributions, estates and trusts 
Throwback rules 108 


Action organizations 
Lobbying activities 39 


Actuarial assumptions 
United States Life Tables: 1967—1971, Table 
1 adopted for §673 purposes (RR) 6 


Adequate consideration 
Release of support obligations 130, 135 


Adjusted taxable gifts 

Marital deduction “reduce to zero” formula 
may not be amended to include prior gifts not 
taken into account (TAM) 152 


Administrative expenses 
Small estates 107 


Advertising 
Exempt organization publications 145 
Grass roots lobbying expenditures 45 


Alimony and separate maintenance 
See also 

—Child support 

—Divorce and separation 

Deemed adequate consideration 128 
Estate’s income tax deduction 134 


Allocations 

Distributable net income allocation of expenses 
to income items 101 

Foreign tax credit between estate and benefici- 
aries 101 

Section 691(c) deduction between estate and 
beneficiaries 100 





Alternate valuation date 

In general 73 

Actual transfer date of stock is proper valuation 
date (CA 8) 9 

Distributions in kind 103 

Election procedure 73 

Oil and gas royalties received after death and 
before alternate valuation date includible in 
estate’s income and in gross estate (CA 5) 9 

TRA 1984 amendments 73 

TRA 1986 amendments 73 


Alternative minimum tax 

Bargain sales to charity 175 

Charitable contributions of appreciated proper- 
ty 32 

Estates and trusts 32 


Annual gift tax exclusion 

See also 

—Gift tax 

Bargain sale of land to corporation treated as 
indirect gift not eligible for exclusion, no pre- 
sent interest in property by stockholders 
(TC) 18 

Coordination with medical and tuition expense 
gift tax exclusion 131 

Crummey trusts (TAM) 151 

Generation-skipping transfer tax exemption for 
excluded gifts 22 

Gifts within three years of decedent’s death 
(TC) 12 

Reciprocal transfers recharacterized as gifts to 
children (TAM) 121 


Annuities 

Creation of irrevocable right in survivor’s annu- 
ity is current taxable gift to spouse (PLR) 19 

Estate tax treatment 

—Death benefit plan distributions 79 

—TRA 1986 amendments 13 

Lump sum payments at death to decedent’s son, 
amounts included in estate (TC) 13 


Apportionment 
Depreciation and depletion deductions between 
estate and beneficiaires 100 


Appraisals 
Grantor retained income trust property 162 





Qualified appraisals of charitable contributions 
172 


Asset value freezes 
See 
—Estate freezes 


Attorneys 

Late filing of return penalty against estate not 
relieved by its hiring of competent attorney 
(TC) 17 


B 


Bank accounts 

Foreign source income status for U.S. bank ac- 
count interest paid to foreign beneficiary 
through U'S. estate (RR) 7 

Joint account as source of life insurance premi- 
um payments, no gift within five years of 
death includible in decedent’s estate (TC) 12 


Bargain sales to charity 

In general 172 

Amount of charitable income tax deduction 175 
Appreciation attributable to gift element 178 
Basis 177, 178 

Charitable intent of taxpayer 182 

Formula for determining gain 177, 178 
Like-kind exchanges 181 

Pre-TRA 1969 law 177 

Principal residences 179 

Property first sold to third party 181 

Tax preference items 175 

TRA 1969 amendments 177 


Basis 

Bargain sales to charity 177, 178 

Grantor retained income trust interests 161 
Like-kind exchanges 180 


Below-market interest rate loans 

1985 blended annual rate for foregone interest 
(RR) 5 

Term loan with indefinite maturity date treat- 
ment as demand loan 8 


Beneficiaries 

Estate planning to use as taxpayers 92 

Net operating loss carryovers from final year of 
estate 106 
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Beneficiary trusts 

In general 109 

Excess deductions from closed estate 109 
Throwback rules 109 


Bifurcation 
See 
—Estate freezes 


Bonds 

See 

—Flower bonds 

—Housing Act of 1937 Bonds 
—U.S. Savings Bonds 


Business purpose doctrine 

Valuable consideration received only a factor to 
be considered in imposition of pre-TRA 1976 
§1491 tax against transaction without busi- 
ness purpose (PLR) 7 


Buy-sell agreements 
Valuation of stock, binding effect of price set in 
agreement (TAM) 118 


Bypassing distributions 

See also 

—Distributions, estates and trusts 
In general 95 

Estate planning 96 


£ 


Capital assets 

Charitable contributions 172 
Definition 173 

Real property 173 

Trade or business property 173 


Capital expenditures 
Unamortized expenditures at death deductible 
on decedent’s final return (RR) 4 


Capital gains and losses 

Closing of estate 107 

Distributable net income (DNI) 99 

Estate distributions 100, 107 

Grantors pf grantor retained income trusts 161 
Terminated trusts 111 

TRA 1986 repeal of 60-percent deduction 176 


Carryovers and carrybacks 

Excess charitable contributions 173, 174 

Net operating losses from final year of estate to 
beneficiaries 106 


Charitable contributions 

See also 

—Bargain sales to charity 

Appreciated capital assets 172, 178 

Capital gains property v. ordinary income prop- 
erty 176 

Definition 179 

Less than entire interest in property 180, 182 

Tax preference items 175, 178 


Charitable estate tax deductions 

See also 

—Charitable remainder trusts 

Conservation easements, subsequent failure of 
charitable use will not affect deduction 14 

Estate may not take income tax charitable de- 
duction on distribution for which estate tax 
deduction taken (CA 5) 5 

Lump-sum payment stemming from will settle- 
ment entitled to §2055 deduction (DC WPa) 
121 

Public nonprofit cemetary association is not 
charitable organization to which deductible 





contributions under §2055 may be made (CA 
3, cert den US SupCt) 14 


Charitable gift tax deductions 

See also 

—Charitable remainder trusts 

Conservation easements, subsequent failure of 
charitable use will not affect deduction 14 

Retained lifetime gift annuities contributec to 
charitable remainder annuity trusts (RR) 21 


Charitable income tax deductions 

See also 

—Charitable remainder trusts 

—Set aside deduction 

Appraisal requirements 172 

Bargain sales 172, 175, 177 

Carryover of excess contributions 173, 174 

Charitable income trust transfers 

—Deduction of unitrust amounts under §661 
permissible where trust income may be in 
excess of unitrust amounts (PLR) 5 

Conservation easements, subsequent failure of 
charitable use will result in loss of deduction 
14 

Estate may not take income tax deduction on 
distribution for which estate tax charitable 
deduction taken (CA 5) 5 

Limitations on individuals 

—30-percent limit 173 

—50-percent limit 173 

Reduction of deduction by entire amount that 
would have been long-term capital gain if 50- 
percent limitation elected 173, 174 

Residuary contribution not reduced by taxes 
paid from estate’s income (CA 2) 5 

Retained lifetime gift annuities contributed to 
charitable remainder annuity trusts (RR) 21 


Charitable income trusts 

Deduction of unitrust amounts under §661 per- 
missible where trust income may be in excess 
of unitrust amounts (PLR) 5 


Charitable lead trusts 
See 
—Charitable income trusts 


Charitable remainder trusts 

In general 98 

Annuity trusts 98 

Noncharitable income beneficiary distributions 
98 

Pre-TRA 1969 law 97 

Qualified terminable interest property election 
ineligibility (TAM) 185 

TRA 1969 amendments 98 

Trapping distributions from estates 99 

Unitrusts 98 


Child support 

Adult child payments 129 

Child support obligation 130, 187 
Deemed adequate consideration 128 


Children 

See also 

—Child support 

—Uniform Gifts to Minors Act (UGMA) 

Net unearned income of children under 14 
years of age 3 


Civil tax penalties 

See 

—Failure to file tax return or to pay tax 
—Late filing of returns 

—Negligence penalties 





Claims against estate 

Divorce and support obligations 133 

Income tax liability refunded due to change in 
law after decedent’s death is deductible ex- 
pense (TC) 122 

Section 2516 agreement obligations 134 

State gift tax owed at death becomes state es- 
tate tax obligation eligible for state death tax- 
es credit but not §2053 deduction for gift tax 
paid (CA 10) 14 


Clifford trusts 

See also 

—Grantor trusts 

TRA 1986 repeal of ten-year reversionary inter- 
est rule 6 

Trust contributions disguised as interest pay- 
ments not deductible (RR) 4 


Closely-held businesses 

Controlling business interest bequeathed in 
marital deduction clause entitled to premium 
valuation (TC) 153 


Closing of estate 

In general 105 

Appreciated property distributed in kind 106 
Capital gains taxation 107 

Estate income taxed to beneficiaries 106 
Excess deductions 107, 109 

Net operating loss carryovers 106 

Pro rata distributions 106 

Small estates 107 

Tax-exempt income distributions 106 


Codicils 

See also 

—Wiblls 

Will terms not superseded unless expressly stat- 
ed, revocation of life estte in favor of maxi- 
mum marital deduction bequest not effective 
(CA 7) 14 


Community property 

Life insurance premiums paid by employer, 
one-half of premiums includible in estate 
(TCM, aff CA 9) 14 

Undivided half-interest in residence disclaimer, 
continued occupancy in residence held as 
community property not deemed acceptance 
of bequest (PLR) 21 


Conservation easements 

Subsequent failure of charitable use of post- 
1986 gifts, no effect on charitable estate or 
gift tax deductions, income tax deduction lost 
14 


Consideration 

See 

—Adequate consideration 
—Deemed adequate consideration 


Court decrees 

Estate and gift tax consequences of divorce, 
support, and property settlement decrees 129, 
136 

Partition of trust does not create generation- 
skipping transfer tax or income tax liabilities 
(PLR) 152 


Credits against taxes 

See 

—Foreign tax credit 

—Prior transfers credit against estate tax 
—State death taxes credit 

—State generation-skipping transfer tax credit 
—Unified estate and gift tax credit 
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Crummey trusts 
Annual gift tax exclusion (TAM) 151 


Custodians 

Qualified Subchapter S trust status not affected 
where custodians hold stock in trust for minor 
beneficiaries (PLR) 8 


D 


Death benefit plans 

In general 79 

Estate tax treatment 

—Annuities 79 

—Retained life estate provisions not applicable 
to distributions (TAM) 82 

—Retained life estates 80 

—Revocable transfer provisions not applicable 
to distributions (TAM) 82 

Gift tax treatment 

—Completion of gift upon valuation at time of 
death (RR) 81 

—No transfer made by decedent, open transac- 
tion theory of IRS rejected (TC) 18, 81 


Death tax payment redemptions, §303 

Generation-skipping transfer taxes 4, 22 

Section 6166 election, cumulative redemption 
method and redemption-by-redemption meth- 
od (RR) 4, 16 


Deductions 

See also 

—Administrative expenses 

—Charitable estate tax deductions 

—Charitable gift tax deductions 

—Charitable income tax deductions 

—Claims against estate 

—Depletion 

—Depreciation 

—Income in respect of decedent (IRD) 

Allocation between estates and beneficiaries 
100 

Distributable net income allocation of expenses 
to income items 101 

Excess deductions at termination of estate 107, 
109 

Excess deductions of terminated trusts 112 


Deemed adequate consideration 
Agreement requirements for §2516 ... 128 
Claims against estate 134 

Final divorce decree requirement 128 
Life estates and remainder interests 132 
Modification of agreement 128 
Obligations covered by §2516 ... 128 
Trust transfers 129 


Deficiencies 

Flower bond reinstatement at par in lieu of cash 
refund where deficiency reduced by court 
(US CtCls) 17 

Prior taxpayer petition to Tax Court to deter- 
mine deficiency bars District Court jurisdic- 
tion to hear refund claim (CA 9) 17 


Definitions 

Capital asset 173 

Charitable contribution 179 

Charitable tax preference item 175, 178 
Legislation 42 

Lobbying expenditures 41 

Net unearned income of child under 14 ... 3 
Passive activities 149 

Qualified disclaimer 25 

Qualified heir 48 

Taxable transfer 26 





Depletion 
Apportionment of deduction between estate and 
beneficiaries 101 


Depreciation 
Apportionment of deduction between estate and 
beneficiaries 100 


Direct lobbying 

See 

—Lobbying activities 

—Tax on excess expenditures to influence legis- 
lation, §4911 


Disclaimers 

In general 23 

Acceptance of property 29 

Bank-trustee power to distribute corpus to chil- 
dren defeats QTIP election despite timely 
waiver of power by surviving spouse—trustee 
(TAM) 151 

Common law development 24 

Contingent remainder interest must be dis- 
claimed within nine months of its creation, 
not from the date it becomes possessory (TC) 
i, 23 

Disclaimants under age 21 ... 28 

Effective dates of TRA 1976 amendments 24 

Final Regulations issued for qualified disclaim- 
ers, Regs. §25.2518 ... 20, 23, 25 

IRS not bound by decision of lower state court, 
payment pursuant to invalid renunciation of 
will by spouse not entitled to marital deduc- 
tion (DC Md) 15 

Jointly-owned property 

—Final Regulations 27, 29 

—Two transfer treatment in states permitting 
partition of property at will, disclaimer at 
death of spouse valid (CA 7) 34 

Life insurance proceeds (PLR) 60 

Powers of appointment 26, 29 

Property passing, once disclaimed, to trusts of 
which beneficiaries were disclaimants, dis- 
claimers rejected (PLR) 21 

Qualified disclaimer definition and require- 
ments 25 

Qualified terminable interest property transfers 
26 

Separate interests 30 

Severable interests 31 

State and local law 31 

Successive disclaimers 27 

Surviving spouses 31 

Taxable transfers 26 

Time limit 25, 28, 34 

Undivided half-interest in residence disclaimer, 
continued occupancy in residence held as 
community property not deemed acceptance 
of bequest (PLR) 21 


Distributable net income (DNI) 

Allocation of expenses to income items 101 

Alternative minimum tax 32 

Capital gains from estate 99 

Combining estate distributions to trust with 
bypassing distributions 96 

Deductible distributions from estates and trusts 
99 

Separate share rule 108 

Tax-exempt income 100 

Terminated trusts 111 

Trapping distributions 93 


Distributions, estates and trusts 

See also 

—Accumulation distributions 
—Trapping distributions 

Amount of deductible distributions 99 
Bypassing distributions 95, 96 





Capital gains from estates 100, 107 

Charitable remainder trust distributions to non- 
charitable income beneficiaries 98 

Combining estate distribution to trust with dis- 
tribution to income benenficiary through 
trust 97 

Combining estate distributions to trust with 
bypassing distributions 96 

Distributions in kind 103, 104, 106 

Election to recognize gain on distribution of ap- 
preciated property 5 

Estate planning 91 

Fixed dollar amount bequest is “specific sum of 
money” not deudctible by estate nor includi- 
ble in income by beneficiary (RR) 6 

Gain recognized on distribution of appreciated 
property to pay pecuniary tax debt (RR) 8 

Income in respect of decedent 100, 104 

Pro rata distributions 106 

Separate trust distributions for benefit of infant 
income beneficiaries 97 

Tax-exempt income from estates 100, 106 

Trust allocation clause disregarded in favor of 
proportionate distribution of trust’s tax-ex- 
empt income to beneficiary (PLR) 6 


Distributions, pension & profit-sharing plans 
See also 

—Death benefit plans 

Estate tax treatment 13 

Gift tax, TRA 1986 repeal of §2517... 13 


Dividends 

Gift tax consequences of failure to protect right 
to noncumulative dividends on preferred 
stock received (TAM) 148 


Divorce and separation 

See also 

—Alimony and separate maintenance 

—Property settlements 

Estate tax consequences 

—Court decree exemption 136 

—Deductibility of obligations 133, 134 

—Retained life estates 135 

—Support obligations and adequate consider- 
ation 135 

—Transfers with no retained interests 136 

Gift tax consequences 

—Court decree exemption 129 

—Deemed adequate consideration, §2516 re- 
quirements 127, 128 

—Support obligations and adequate consider- 
ation 130 

Special use real property valuation election 
(PLR) 49 

Trust income interest created within two years 
of divorce taxable gift and not property set- 
tlement where no written settlement incorpo- 
rated trust (CA 4) 18 


Dower or curtesy interests 
Release of dower in exchange for property set- 
tlement 130 


Educational activities 
Lobbying activities distinguished 42 


Educational expenses 

Gift tax exclusion for amounts paid on behalf of 
donee directly to educatinal institution 131 

Trust payments for private school tuition ex- 
penses taxable to parents not trust (TCM) 
187 
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Elections 

See also 

—Alternate valuation date 

—Disclaimers 

—Extension of time for payment of estate tax, 
§6166 

—Extension of time for payment of estate tax, 
§6163 

—Special use real property valuation election 

Charitable income tax deduction 50-percent 
limitation 173, 174 

ESOP or EWOC assumption of estate tax lia- 
bility 77 

Estate tax return elections 73 

Gain recognition on appreciated property distri- 
butions from trusts and estates 5, 103 

Qualified Subchapter S trust status 119 

Second timely filed Form 706 effect on earlier 
elections made on initial estate tax return 74, 
75, 76, 77 

Section 501(h) election by public charities to 
engage in certain amount of lobbying activi- 
ties 41, 43 

Taxable year of estate 105 


ESOPs (Employee Stock Ownership Plans) 

Assumption of estate tax liability election 77 

Gross estate deduction of one-half value of em- 
ployer securities sold to ESOP 15, 16 

IRS announces intent to limit §2057 applicabil- 
ity 58 

Section 6166 election to extend payment of es- 
tate tax 16 


Estate freezes 

See also 

—Recapitalizations, corporate 

Boykin, Estate of v. Comr. 67 

Disappearing value at death not includible in 
estate where expiration of dissolution right at 
death has no effect on value or partners’ in- 
terests (TCM) 71 

Lapsing voting rights at death (TAM) 69 

Section 2035 applicability 70 

Transfer of entire interest in shares transferred 
in exchange for rights conferred on nonvoting 
stock received not subject to §2036 (TCM) 
69 

Valuation of voting and nonvoting shares on 
date of death 69 


Estate planning 

Beneficiaries as taxpayers 92, 97 

Beneficiary trusts 109 

Bypassing distributions 96 

Capital gains 99 

Charitable contributions 176 

Closing of estate 105 

Combining estate distributions to trust with 
bypassing distributions 96 

Distributions from estates and trusts 91 

Distributions in kind 103, 104 

Estate as separate taxpayer 92 

Estate freezes 67 

Form 706 elections 73 

Grantor retained income trusts 159 

Post-mortem planning 109 

Tax-exempt income distributions 106 

Taxable year of estate 105 

Terminated trusts 109 

Trapping distributions 93 

Trusts 107 


Estate tax payment 
See 


—ESOPs (Employee Stock Ownership Plans) 
—Extension of time for payment of estate tax, 
§6163 





—Extension of time for payment of estate tax, 
§6166 
—Flower bonds 


Estate tax returns 

Elections on Form 706 ... 73 

Revision of Form 706 before due date 74, 75, 
76, 77 


Estates 

See also 

—Closing of estate 

—Late filing of returns 

—Trapping distributions 

Alternative minimum taxable income 32 

Included trusts 109 

Income taxation of estates 

—Accumulating interest taxable to estate in 
year received where no distribution made 
(RR) 7 

—Alimony deduction 134 

—Allocation of deductions between beneficiar- 
ies and estates 100 

—Charitable residuary contribution not re- 
duced by taxes paid from estate’s income 
(CA 2) 5 

—Estate planning 92 

—Estimated tax liability 5 

—Excess deductions and loss carryovers 106, 
107 

—Foreign tax credit allocation between estate 
and beneficiaries 101 

—Set aside deduction 98, 108 

Taxable year 105 


Estimated tax for exempt organizations 
Unrelated business income tax 144 


Estimated tax for trusts and estates 
Assignment by trust of estimated tax payments 

in excess of liability to beneficiaries 5 
Liability for tax 5 


Excise taxes 

See 

—Tax avoidance transfers excise tax, §1491 

—Tax on excess expenditures to influence legis- 
lation, §4911 


Executors 
See 
—Elections 


Exempt function income 

See also 

—Exempt organizations 

—Unrelated business taxable income 
Activities in furtherance of exempt purpose 138 
Fragmentation rule 145 


Exempt organizations 

See also 

—Action organizations 

—Exempt function income 

—Feeder organizations 

—Unrelated business taxable income 

In general 39, 137 

Exempt function income 138, 145 

Health care 144 

Laboratory testing 145 

Lobbying activities of public charities, Prop. 
Regs. 39, 42 

Organizations carrying on trade or business 138 

Public nonprofit cemetary association is not 
charitable organization to which deductible 
contributions under §2055 may be made (CA 
3, cert den US SupCt) 14 

Publishing 145 

Purpose of §501(c)(3) 138 





Scientific research 146 
Unfair competition prevention 137, 141, 144, 
146 


Expenses, indebtedness, and taxes 
See 
—Claims against estate 


Extension of time for payment of estate tax, 
§6166 

In general 77 

Election procedure 77 

ESOP assumption of estate tax payment, effects 
on §6166 election 16 

Inter vivos power of appointment effective at 
death not disposition causing acceleration of 
deferral (PLR) 16 

Late filing of estate tax return 77 

Marital deduction reduction by amount of in- 
terest payments due on deferred tax (TAM) 
87 

Protective elections 77 

Qualifying requirements 77 

Refund of estate tax overpayment will not de- 
feat proper estate tax deferral (DC Md) 16 

Residuary estate not distributed before death of 
beneficiary, property may not be attributed to 
beficiary for purposes of §6166 (TAM) 17 

Section 303 redemptions, cumulative redemp- 
tion method and redemption-by-redemption 
method (RR) 4, 16 

State death taxes credit (RR) 9 


Extension of time for payment of estate tax, 
§6163 

In general 76 

Amount of tax deferrable 76 

Definitions of remainder and reversion 76 

Election procedure 76 


F 


Failure to file tax return or to pay tax 

Reliance on accountant’s advice that gift tax 
return not be filed is reasonable cause to ex- 
cuse penalty (TCM) 17 


Farms 
See 
—Special use real property valuation election 


Feeder organizations 
Congressional intent 140 


Financial planning 
“Kiddie tax” planning considerations 4 


Flower bonds 

Deficiency reduction by court, reinstatement of 
flower bonds at par in lieu of cash refund (US 
CtEls) t7 


Foreign tax credit 
Allocation of credit between estate and benefici- 
aries 101 


G 


Gains and losses 

Appreciated property distribution from estate 
to pay pecuniary tax debt (RR) 8 

Appreciated property distributions from trusts 
and estates, election to recognize 5, 103 

Bargain sales to charity 177, 178 

Distributions in kind from from estates 103 

Trade or business property dispositions 173 


Generation-skipping transfer tax 
Applicable transfers 22 
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Generation-skipping transfer—Contd. 

Court-approved partition of trust does not cre- 
ate GST liability (PLR) 152 

Credit against state generation-skipping trans- 
fer taxes 22 

Effective date of TRA 1986 amendments 22 

Grandchild exclusion 22 

Grantor retained income trust transfers 161 

Income in respect of decedent, §691 deduction 
ts 

Rate of tax 22 

Section 303 redemptions 4, 22 

TRA 1986 amendments 4, 22 


Gift tax 

See also 

—Annual gift tax exclusion 

—Deemed adequate consideration 

—Gifts 

—-iMarital deduction (Gift tax) 

—Property settlements 

—Unified estate and gift tax credit 

—Valuation 

Court decree exemption 129 

Death benefit plan distributions 

—Completion of gift upon valuation at time of 
death (RR) 80 

—No transfer made by decedent, open transac- 
tion theory of IRS rejected (TC) 18, 81 

Divorce and separation 127 

Failure to convert preferred stock to common 
thereby increasing value of common stock 
transferred in recapitalization is taxable gift 
(TAM) 149 

Grantor retained income trusts 160 

Medical benefits and school tuition paid for 
benefit of donee exclusion 131 

Preferred stock received in recapitalization, 
failure to protect right to noncumulative divi- 
dends is indirect gift (TAM) 148 


Release of general power of appointment over 
marital trust upon exchange of common stock 
from marital trust for less valuable preferred 
stock (RR) 13, 20 

Revaluation clauses to be ignored by IRS for 
gift tax purposes (RR) 19 


Gift tax liens 

Transferees of property for which disclaimer 
not timely elected liable for gift tax not paid 
on the amount of property received (TC) 18, 
21 


Gift tax paid by donee 
See 
—Net gifts 


Gifts 

See also 

—Gift tax 

—Net gifts 

In general 127 

Contingent remainder interests (PLR) 20 

Creation of irrevocable right in survivor’s annu- 
ity is current taxable gift to spouse (PLR) 19 

Fair market value of assets transferred in excess 
of present value of private annuity received 
(CA 9) 18 

Grantor income trust with power retained by 
grantor to terminate trust and vary remain- 
der beneficiary held to be completed gift 
(FLEE) 19 

Joint and mutual will leaving entire estate to 
surviving spouse not taxable gift at death of 
first spouse (CA 7) 18 

Joint and mutual will leaving estate to surviving 
spouse is taxable gift at death of first spouse 
(CA 7) 18 





Joint purchase of property with intent to hold it 
jointly, one-half of deed held in constructive 
trust for other spouse, no taxable gift (TC) 
19 

Participation in noncontributory survivor’s in- 
come benefit plan not taxable gift to survivor 
where participant did not make volitional 
transfer (TC) 18, 81 

Partnership interest received without payment 
of portion of purchase price is taxable gift 
(TC, aff CA 9) 20 

Reciprocal transfers recharacterized as gifts to 
children, gift tax exclusion reduction (TAM) 
121 

Stock transfers to trusts are completed gifts de- 
spite powers retained by grantor-trustees on 
board of directors (TC) 18 

Trust income interest created within two years 
of divorce taxable gift and not property set- 
tlement where no written settlement incorpo- 
rated trust (CA 4) 18 

Vested remaindermen’s collateral agreement to 
distribute portion of trust assets to adopted 
child outside class of beneficiaries is complete 
gift (PLR) 20 

Veto power retained by donor over trustee dis- 
tributions, gifts not completed until funds ac- 
tually distributed (PLR) 19 


Gifts and leasebacks 
Three-party transaction planning considerations 


Gifts within three years of decedent’s death 

Annual gift tax exclusion not applicable to off- 
set inclusion of gifts in gross estate under 
prior §2035 (TC) 12 

Community property used to purchase life in- 
surance policy, burden of proof on taxpayer 
to show separate property used for purchase 
(CA 9) 12 

Controlled company purchase of life insurance 
policy, later transferred to spouse, includible 
in decedent’s estate (US CtCls) 11 

Estate freezes 70 

Grantor retained income trusts, exercise of 
commutation power by grantor 160, 164 

Joint bank account to which 73 percent of funds 
contributed by decedent, payment for policy 
out of account by spouse not gift (TC) 12 

Life insurance purchased within three years of 
death not included in estate if decedent pos- 
sessed no incidents of ownership (TC) 185 

Net gifts (TC) 122 

Repayment of loan for spouse not gift (CA 2) 
11 

Retroactive amendment of statute to include 
certain insurance policies upheld (CA 7) 11 

Trust distributions in excess of trustee’s discre- 
tion includible in estate where decedent re- 
tained power to amend or revoke trust 
(TAM) 12 

Unauthorized gifts includible in estate under 
§2033 or §2038 (TAM) 12 


Grantor retained income trusts 

See also 

—Grantor trusts 

In general 159 

Appreciated property sold within two years of 
transfer to trust 161 

Capital gains taxation 161 

Carryover basis 161 

Commutation power held by grantor 160, 163 

Death of grantor before termination of trust 
160, 163 

Estate tax consequences 160, 163 

Generation-skipping transfer tax consequences 
161 





Gift tax consequences 160 

Powers of appointment, testamentary exercise if 
grantor dies before termination of trust 160, 
163 

Reversionary interests 160, 161, 163 

Term of trust analysis and selection 165, 166 

Unified estate and gift tax credit 161 

Valuation of contingent reversionary interest 
163 

Valuation of interest transferred 160, 162 


Grantor trusts 

See also 

—Clifford trusts 

—Grantor retained income trusts 

Beneficial enjoyment, power to control 

—Partnership interest exchanges between trust 
and grantor owning whole trust not taxable 
exchange (PLR) 6 

Borrowing of trust funds 

—Ownership of trust for entire year despite re- 
payment during year (RR) 6 

Death of grantor 109 

Principal residence $125,000 gain exclusion 
available to surviving spoouse where owner- 
ship of residence held by trust created by 
spouses (PLR) 6 

Reversionary interests 

—Actuarial tables (RR) 6 

—Five-percent rule 6 

—TRA 1986 repeal of Clifford trust rules 6 

TRA 1986 amendments 6 


Grass roots lobbying 

See 

—Lobbying activities 

—Tax on excess expenditures to influence legis- 
lation, §4911 


H 


Hospitals 

Exempt status 144 
Laboratory testing 145 
Reorganizations 144 


Housing Act of 1937 Bonds 

Congress did not exhibit strong intent to ex- 
empt notes from tax (DC EVa) 60 

Notes and bonds includible in gross estate (TC) 
186 

Retroactive repeal of tax exemption by TRA 
1984 upheld (DC CCalif) 11, 34 

Retroactive repeal of tax exemption by TRA 
1984 unconstitutional (DC EPa) 11, 34 

Retroactive repeal of tax exemption by TRA 
1984 unconstitutional (DC CCalif) 11 


I 


Imputed interest 

Section 483 rates not appropriate to value intra- 
family installment sale for gift tax purposes 
(TCM) 87 


Incidents of ownership 
See 
—Life insurance 


Income in respect of decedent (IRD) 

Bond interest for which §454 election not made 
(TC) 7 

Distributable net income 100 

Estate distributions 100, 104 

Estate tax attributable to IRD, §691(c) deduc- 
tion 

—Allocation of deductions 100 

—Generation-skipping transfers 7 
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Income in—Contd. 

Installment obligation cancellation at dece- 
dent’s death (RR) 7 

Trapping distributions to simple trusts 95 

Trust income beneficiary income accrued 110 


Installment obligations 
Income in respect of decedent (RR) 7 


Installment sales 
Self-cancelling installment obligations (GCM) 
7 


Interest 

Clifford trust contributions disguised as interest 
payments not deductible (RR) 4 

Estate subject to tax for interest received in first 
year but not distributed until second year 
(RR) 7 

Federal Land Bank District interest rates for 
special use real property valuation elections 
(RR) 11 

Foreign source income status for U.S. bank ac- 
count interest paid to foreign beneficiary 
through U.S. estate (RR) 7 

Income in respect of decedent (TC) 7 

Underpayment and overpayment of taxes (RR) 
18 


J 


Jointly-owned property 

Disclaimers 

—Final Regulations 27, 29 

—Two transfer treatment in states permitting 
partition of property at will, disclaimer at 
death of spouse valid (CA 7) 34 

Valuation of charitable contribution with chari- 
ty and individual as tenants in common (RR) 
123 


K 


Kiddie tax 
Net unearned income of children under 14 
years of age 3 


Late filing of returns 

Administrator’s advanced age, ill health, and 
inexperience excuses penalty (DC MTenn) 
17 

Section 6166 election consequences 77 

Selection of attorney does not relieve estate 
from late filing penalty (TC) 17 


Legislation influencing by propaganda or other- 
wise 

See 

—Lobbying activities 


Liens 
See 
—Gift tax liens 


Life estates 
Divorce within two years of transfer, applicabil- 
ity of §2516 gift tax exclusion 132 


Life insurance 

Community property law results in inclusion of 
one-half of employer-paid premiums into es- 
tate (TCM, aff CA 9) 14 

Disclaimer of proceeds (PLR) 60 

Exceedingly narrow veto pawer insufficient inci- 
dent of ownership (CA 3) 14 





Gifts within three years of decedent’s death 

—Commmunity property used to purchase poli- 
cy, burden on taxpayer to show separate 
property used for purchase (CA 9) 12 

—cControlled commpany purchase of policy, lat- 
er transferred to spouse, includible in dece- 
dent’s estate (US CtCls) 11 

—Joint bank account as source of premium 
payments, no taxable transfer (TC) 12 

—No incidents of ownership held by decedent, 
exclusion of policy from estate even though 
purchased within three years of death (TC) 
185 

—Retroactive amendment of §2035 to include 
certain insurance policies upheld (CA 7) 11 


Like-kind exchanges 
In general 180 
Bargain sales 181 
Basis 181 


Limited partnerships 

Partnership taxable year not closed upon con- 
version of general partnership interest into 
limited partnership interest at death of gener- 
al partner (RR) 7 


Litigation costs 

Unreasonable IRS assertion that common stock 
transferred to separate trusts be valued as 
control group, costs awarded (TC) 85 


Loans 

See also 

—Below-market interest rate loans 

Repayment of loan for spouse not gift within 
three years of decedent’s death (CA 2) 11 


Lobbying activities 

See also 

—Exempt organizations 

—Tax on excess expenditures to influence legis- 
lation, §4911 

Action organizations 39 

Attempting to influence legislation 40 

Base years 44 

Determination years 44 

Direct lobbying 40, 41 

Grass roots lobbying 40, 41 

Historical development 39 

Lobbying expenditures 41 

Percentage test 40, 41 

Permissible activities 42 

Reporting requirements for direct lobbying and 
grass roots lobbying expenditures and nontax- 
able amounts 42 

Revocation of exemption for excess lobbying ex- 
penditures 43, 44 

Section 501(h) election 41, 43 

Section 504 regulation prohibitions 44 

Substantiality test 39 


M 


Marital deduction (Estate tax) 

See also 

—Qualified terminable interest property 
(QTIP) 

Adjusted taxable gifts not taken into account 
may not later be included in “reduce to zero” 
formula (TAM) 152 

Bona fide nature of surviving spouse’s claim 
against estate determined at time settlement 
of claim made (TC) 15 

Codicil not effective in revoking life estate in 
favor of maximum marital deduction bequest 
(CA 7) 14 





Controlling business interest bequeathed in 
marital deduction clause entitled to premium 
valuation (TC) 153 

Estate tax deferral under §6166, reduction of 
deduction by estimated maximum amount of 
interest due on deferred payments (TAM) 87 

In terrorem clause in will does not effect de- 
ductibility of marital share (TAM) 187 

IRS not bound by decision of lower state court, 
payment pursuant to invalid renunciation of 
will by surviving spouse not entitled to deduc- 
tion (DC Md) 15 

Preresiduary pecuniary bequest followed by re- 
siduary marital bequest (TAM) 32 

Restriction on use of power over marital trust 
through nonmarital trust provisions not con- 
sidered direct restriction on exercise (TC) 15 

Savings clause in nonmarital trust preventing 
executor from making partial election if it 
would disqualify marital deduction, deduc- 
tion allowed (TAM) 16 


Marital deduction (Gift tax) 

In general 132 

Life estate with power of appointment in donee 
spouse 132 

Qualified terminable interest property election 
132 

Terminable interest rule 132 


Material participation 

See 

—Passive activities 

—Special use real property valuation election 


Medical expenses 
Gift tax exclusion for amounts paid on behalf of 
donee directly to health care provider 131 


N 


Negligence penalties 

Failure to file gift tax return upon creation of 
terminable charitable remainder trust and es- 
tate tax return on death excused due to re- 
liacne (TC) 17 


Net gifts 
Gifts within three years of decedent’s death 
(TC) 


Net operating losses 
Carryforward from final year of estate to bene- 
ficiary 106 


O 


Overpayment of tax 
Interest rates (RR) 18 


P 


Partnerships 

Sale or exchange of partnership interests 

—Grantor trust exchange of interests with 
grantor owning entire trust not taxable 
(PLR) 6 

Taxable year not closed upon conversion of gen- 
eral partnership interest in limited partner- 
ship interest at death of general partner 
(RR) 7 


Passive activities 
Definition 149 
Material participation by trusts 149 


Powers of appointment 
See also 
—Marital deduction (Estate tax) 
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Powers of—Contd. 

Disclaimer regulations 26, 29 

Gift tax marital deduction 132 

Grantor retained income trusts, death of grant- 
or prior to termination of trust 160, 163 

Invasion power not limited by ascertainable 
standard included in estate (TC) 13 

Invasion power to meet “special needs” of trust- 
ee-beneficiary not limited by ascertainable 
standard is general power of appointment 
(TAM) 13 

Preferred stock distributed into marital trust in 
recapitalization worth less than common 
stock exchanged, release oF power over mari- 
tal trust (RR) 13, 20 

Section 6166 election, inter vivos power effec- 
tive at death not disposition causing accelera- 
tion of tax deferral (PLR) 16 

Special power includible in estate where taker 
in default on nonexercise is decedent’s estate 
(CA 4) 13 


Preferred stock 
See 
—Recapitalizations, corporate 


Principal residence 

Bargain sales to charity 179 

Grantor trust created by spouses ownership of 
residence does not affect availability of §121 
exclusion (PLR) 6 


Prior transfers credit against estate tax 

Computation of credit to be performed sepa- 
rately for each bequest (CA 2) 8 

Nonmarital trust interest value ascertainable 
for availability of credit (PLR) 9 


Property in which decedent had an interest 

Housing Act of 1937 bonds exemption from 
taxation 

—Congress did not exhibit stong intent to ex- 
empt notes from tax (DC EVa) 60 

—Notes and bonds includible in gross estate 
(TC) 186 

—Retroactive repeal of tax exemption by TRA 
1984 unconstitutional (DC EPa) 11, 34 

—Retroactive repeal of tax exemption by TRA 
1984 upheld (DC NCalif) 11, 34 

—Retroactive repeal of tax exemption by TRA 
1984 unconstitutional (DC CCalif) 11, 34 

Unauthorized gifts includible in estate under 
§2033 or §2038 (TAM) 12 


Property settlements 

Deemed adequate consideration 127 

Estate tax consequences 133 

Release of dower rights or statutory rights of 
election 130 


Public charities 
See 
—Lobbying activities 


Publications 

“21st Annual University of Miami, Philip E. 
Heckerling Institute on Estate Planning 
(1987), The” 190 

“Can You Pass This TRA-1986 Estate Plan- 
ning Quiz,” D. Keith Bilter 88 

“Changing the Fundamentals,” Jonathan G. 
Blattmachr and Ira H. Lustgarten 62 

“Current Approaches to Shifting Value 
Through Sales and Purchases of Remainder 
Interests,” James P. Trebby 36 

“Designing Trusts That Will Preserve the S 
Election,” Steven L. Gleitman and Anatole 
Klebanow 189 





“Developments Regarding the Professional Re- 
sponsibility of the Estate Planning Lawyer: 
The Effect of the Model Rules of Professional 
Conduct” 189 

‘Disclaimer’ Trust, an Ideal Plan for the Medi- 
um Size Estate, The” Daniel B. Evans 189 

“Drafting a QTIP Trust Where Extended Med- 
ical Care for the Surviving Spouse Is Foresee- 
able,” John F. Blake 154 

“Estate Planning in Light of New Section 469 
Passive Activity Loss Rules,” Jonathan B. 
Dubitzky 190 

“Estates with Tax Shelter Interests Face New 
Problems as a Result of Tax Reform Act,” 
Warren K. Racousin 155 

“Favorable Tax Treatment to ESOPs Used in 
Estate Planning Extended by New Law,” 
Taina E. Edlund and Lynn K. Pearle 62 

“Federal Tax Problems of Income in Respect of 
a Decedent Partner,” Alan Gunn 124 

“Grantors Trusts and Beneficiaries Under the 
Income Tax Provisions of the Internal Reve- 
nue Code of 1986,” David Westfall 154 

“Historic Preservation Law and Taxation,” 
Tersh Boasberg, Thomas A. Coughlin, and 
Julia H. Miller 154 

“How to Update Tax Apportionment Clauses to 
Avoid Distorting a Testator’s Estate Plan,” 
Jonathan L. Koslow 124 

“Income and Estate Planning Advantage of 
Life Insurance Enhanced by TRA ‘86 
Changes,” Lee F. Holdman 124 

“Income Taxation of Trusts and Estates Under 
TRA 1986,” Lisa Brown Petkun and Debo- 
rah M. Lerner 62 

“Income Taxation of Trusts, Estates, Grantors, 
and Beneficiaries,” Jeffrey N. Pennell 154, 
189 

“Installment Sales on the New Proportionate 
Disallowance Rule Under the Tax Reform 
Act of 1986,” James A. Fellows 36 

“Kiddie Tax Under the Act of 1986: A Need 
for Reform While the Ink Is Still Wet, The” 
Leo L. Schmolka 88 

“Menage a Trois in Pre-marital Agreements,” 
William D. Zabel and Susan C. Frunzi 155 

“New Impetus to Elect S Status Requires 
Prompt Review of Shareholders’ Planning, 
The” Walter J. Russell 88 

“Partnership Basis Election Analyzed: When to 
Make It; What to Do If Its Not Made, The” 
Avi O. Liveson 124 

“Partnership Capitai Freeze: A Path Through 
the Maze, The” John S. Elias 62 

“Planning for Charitable Giving After the Tax 
Reform Act of 1986,” Debra L. Sanders and 
Richard B. Toolson 155 

“Planning Opportunities Available Using a Pri- 
vate Annuity for a Term of Years,” Michael 
O. Hartz and Sheldon L. Banoff 36 

“Preferred Stock Recapitalization: Income, Es- 
tate, and Gift Tax Issues,” John S. Elias 36 

“Protecting a Professional Client’s Assets from 
the Potential Claims of Creditors,” Richard 
P. Kessler, Jr. and Zoe M. Hicks 36 

“Recent Decisions Uphold Tax Legislation En- 
acted After the Taxable Event,” Jerald I. 
Horn and Frank S. Berall 88 

“Section 2032A: Special Use Valuation for 
Family Farms - A Ten-Year Review,” Cathy 
M. Rudisill 155 

“Should Partnership Interests Gifted in a Mul- 
tilevel Freeze Be Included in the Donor’s 
Gross Estate Under §2036,” Michael R. Har- 
mon 36 

“Single-Premium Life Insurance Policies and 
Deferred Annuities in Guardianships and 
Trust,” Victor P. Whitney 190 





“Statutory Procedures for the Combination or 
Division of Trusts,” Robert S. Maxwell 63 
“Stocker on Drawing Wills (1987), Tenth Edi- 
tion, Harold Schwarzberg and Jule E. Stock- 
er 189 

“Ten Reasons You Should Be Recommending 
the Durable Power of Attorney to Clients,” 
John L. Lombard, Jr. 62 

“Testamentary Trusts Run the Risk of Being 
Taxed as Corporations,” W. Birch Douglass, 
Ill 62 

“Time Value of Money Rules, The” Lawrence 
Lokken 124 

“When Can a Lawyer Represent Both a Hus- 
band and Wife in Estate Planning?” James 
R. Wade 88 

“When Will Transferees and Executors Be Per- 
sonally Liable for Estate and Gift Taxes?” 
Douglas Kniskern 88 


Publishing 
Exempt organizations 145 


Q 


Qualified disclaimers 
See 
—Disclaimers 


Qualified Subchapter S trusts 

See also 

—S corporations 

Custodians under Uniform Gifts to Minors Act 
may hold S corporation stock in trust for mi- 
nor beneficiairies (PLR) 8 

Time and manner of election 119 


Qualified terminable interest property (QTIP) 

See also 

—RMarital deduction (Estate tax) 

In general 75 

Bank-trustee power to distribute corpus to chil- 
dren defeats QTIP election despite timely 
waiver of power by surviving spouse—trustee 
(TAM) 151 

Charitable remainder trusts ineligible for mari- 
tal deduction (TAM) 185 

Disclaimer regulations 26 

Election procedure 75 

Income interest dependent on executor’s post- 
mortem actions not eligible as QTIP trust 
(TAM) 15 

Inter vivos gifts to spouse, gift tax marital de- 
duction 132 

Occupancy right for life is less than life estate 
in property (TAM) 58 

Partial elections 75 

Qualifying fractional valuation election for 
property funding qualified income interest to 
reduced estate tax liability to zero (TAM) 16 

Qualifying requirements 75 

Segregation of assets into QTIP trust on estate 
tax return, surviving spouse with lifetime in- 
terests in QTIP trust and non-QTIP trust 
(TAM) 15 

Simple trust funded with income deducted for 
estate tax purposes with surviving spouse as 
executrix and trustee (TAM) 15 

State court reformation of trust for QTIP eligi- 
bility not binding on IRS (TAM) 122 

Tax payment clause in residuary QTIP trust 
(PLR) 16 

Tax payment from trust for which partial QTIP 
election made (TAM) 16 

Timing of election 21 
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R 


Rates of taxes 

Generation-skipping transfer tax 22 

Income tax 

—Estates and trusts 3 

—Phaseout of 15-percent rate and personal ex- 
emptions 3 

—Tax years beginning in 1987... 3 

—Unearned income of minor children 3 

Tax on excess expenditures to influence legisla- 
tion, §4911... 41 

Unrelated business income tax 141 


Real property 

See also 

—Special use real property valuation election 
Capital asset status 173 


Recapitalizations, corporate 

See also 

—Estate freezes 

Failure to convert preferred stock to common 
thereby increasing value of common stock 
transferred is taxable gift (TAM) 149 

Gift tax consequences of failure to protect right 
to noncumulative dividends on preferred 
stock received (TAM) 148 

Release of general poweer of appointment over 
marital trust upon exchange of common stock 
from marital trust for less valuable preferred 
stock (RR) 13, 20 

Revaluation clauses to be changed in accor- 
dance with IRS audit values if new values 
determined to be incorrect by audit or court 
decision (TAM) 19 


Redemptions of corporate stock 
See 
—Death tax payment redemptions, §303 


Refunds 

Estate tax overpayment will not result in negat- 
ing proper §6166 deferral (DC Md) 16 

Flower bond reinstatement at par in lieu of cash 
refund where deficiency reduced by court 
(US CtCls) 17 

Prior taxpayer petition to Tax Court to deter- 
mine deficiency bars District Court jurisdic- 
tion to hear refund claim (CA 9) 17 


Regulations 

Lobbying activities of public charities, §501(h) 
Proposed Regulations 39, 43 

Qualified disclaimers, Regs. §25.2518 ... 20, 23, 
25 


Tax on excess expenditures to influence legisla- 
tion, §4911 Proposed Regulations 44 


Remainder interests 

See also 

—Extension of time for payment of estate tax, 
$6163 

—Grantor retained income trusts 

Consideration received in exchange for, nonap- 
plicability of §2036 ... 135 

Contingent charitable remainder too remote to 
cause disqualification of special use real prop- 
erty valuation election, IRS regulations inval- 
idated (TC) 10 

Contingent remainder interests gifts and gift 
tax valuation (PLR) 20 

Deemed adequate consideration, applicability 
of §2516 gift tax exclusion in certain circum- 
stances 132 

Disclaimer of contingent interest must be made 
within nine months of its creation, not from 
the date it becomes possessory (TC) 17, 21 





Grantor retained income trust remainder inter- 
est valuation 162 

Taker in default of special power not special use 
real property election qualified heir, contin- 
gent remainder too remote to disqualify elec- 
tion (TC) 10 

Valuation of charitable contribution with chari- 
ty and individual as tenants in common (RR) 
123 


Rentals 

Adjustment clause based on production held to 
be material participation for purposes of spe- 
cial use real property valuation election (CA 
7) 10 

Nonproduction based rental of farm not quali- 
fied use for special use real property valua- 
tion election (TC) 50 

Passive rental of farm property not qualified use 
for purposes of special use real property valu- 
ation election (TC, aff CA 7) 9, 51 

Passive rental of portion of farm not qualified 
use for §2032A election (TC, rev CA 11) 51 


Renunciations 
See 
—Disclaimers 


Reorganizations, corporate 
Hospitals 144 


Reporting requirements 
Direct lobblying and grass roots lobbying ex- 
penditures and nontaxable amounts 42 


Retained life estates 

Death benefit plan distributions not includible 
in estate (TAM) 82 

Emergency needs and maintenance of lifestyle, 
powers retained by decedent not subject to 
ascertainable standard (TAM) 12 

Estate freeze in which decedent retained no in- 
come interest or enjoyment in shares trans- 
ferred not subject to §2036 (TCM) 69 

Express or implied right to receive distributions 
out of trust assets (TC) 12, 17 

Grantor retained income trusts 160 

Inadequate consideration received by surviving 
spouse to elect against community property 
share for sake of testamentary interest (US 
CtCls) 86 

Insufficient consideration 135 

Remainder interest exchanged for adequate 
consideration, nonapplicability of §2036 ... 
135 

Transfer of property for full consideration with 
possession retained until death is not retained 
life estate (TC) 10, 52 


Revaluation clauses 

IRS to ignore for gift tax purposes (RR) 19 

Recapitalizations of family businesses, revalua- 
tions to be rearranged if IRS audit or court 
decision determined values to be incorrect 
(TAM) 19 


Reversionary interests 

See also 

—Extension of time for payment of estate tax, 
§6163 

—Grantor trusts 

Grantor retained income trusts 160, 161, 163 


Revocable inter vivos trusts 

Death of grantor 109 

Distributions to grantor’s estate 109 
Set aside deduction 109 

Throwback rules 109 





Revocable transfers 

Death benefit plan distributions not includible 
in estate (TAM) 8&2 

Trust distributions in excess of trustee’s discre- 
tion includible in estate where decedent re- 
tained power to amend or revoke trust 
(TAM) 12 

Unauthorized gifts includible in estate under 
§2033 or §2038 (TAM) 12 


Royalties 

Oil and gas royalties received after death and 
before alternate valuation date includible in 
estate’s income and in gross estate (CA 5) 9 


S 


S corporations 

See also 

—Qualified Subchapter S trusts 

Stock purchase agreement does not create sec- 
ond class of stock (PLR) 58 

Taxable year 119, 149 


Sales 

See also 

—Bargain sales to charity 

Appreciated property sold within two years of 
transfer to trust 161 

Transfer of property for full consideration with 
retained possession until death is not retained 
life estate includible in gross estate (TC) 10 


Sales and leasebacks 

Rental expenses not deductible in transaction 
between business and inadequately indepen- 
dent trust (TCM) 4 


Scientific research 
Exempt organizations 146 


Section 303 stock redemptions 
See 
—Death tax payment redemptions, §303 


Section 501(c\3) organizations 
See 
—Exempt organizations 


Section 644 tax 
Grantor retained income trust sale of appreciat- 
ed property 161 


Separate share rule 

In general 108 

Concurrent interests 108, 110 
Distributable net income (DNI) 108 
Successive interests 108, 110 


Set aside deduction 

Charitable remainder trusts 
—Pre-TRA 1969 law 97 
—Repeal by TRA 1969... 98 
Estates 98, 108 

Revocable inter vivos trusts 109 
Terminated trusts 111 

Trusts 108 


Software 
Grantor retained income trust term selection 
165, 166 


Source of income 
U.S. bank account interest paid to foreign bene- 
ficiary through U.S. estate (RR) 7 


Special use real property valuation election 
In general 48, 74 
Active management 53 
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Special use—Contd. 

Additional estate tax upon recapture 54, 56 

Cessation of qualified use 55 

Consultations with experienced crop-share te- 
nants not material participation (TC) 52 

Contingent charitable remainder too remote to 
cause disqualification of special use, IRS reg- 
ulations invalidated (TC) 10, 49 

Defective election perfection time limit 9 

Disposition of farm 54 

Election procedure 74 

Equity interest in farming operation require- 
ment 50 

Failure to supply consent agreement fatal to 
election availability (TAM) 11 

Federal grazing permit must be taken into ac- 
count for valuation of property and compara- 
ble rents (RR) 10 

Federal Land Bank District interest rates (RR) 
1] 

Formula for determining amount of additional 
estate tax upon recapture 57 

Holding companies 50 

Material participation 52 

Passive rental of portion of farm not qualified 
use (TC, rev CA 11) 51 

Passive rental of property not qualified use (TC, 
aff CA 7) 9, 51 

Passsive investment use of land prohibition 50 

Production based rental of farm satisfies quali- 
fied use test (CA 7) 51 

Protective elections 74 

Qualified heirs 48, 53 

Qualified use 50 

Qualifying requirements 48, 74 

Recapture of estate tax savings upon disposition 
or cessation of qualified use of farm 54 

Rental adjustment clause based on production 
held to be material participation (CA 7) 10 

Rental not based on production not qualified 
use (TC) 50 

Taker in default of special power not qualified 
heir, contingent remainder too remote to dis- 
qualify election (TC) 10, 49 

Transfer of property for full consideration with 
retained possession until death is not retained 
life estate includible in gross estate (TC) 10, 
a2 


Spouses 

Active management by surviving spouse of farm 
for purposes of §2032A election 53 

Disclaimers by surviving spouses 31 


State and local government 

Court reformation of trust for QTIP eligibility 
not binding on IRS (TAM) 122 

Disclaimers 31 


State death taxes credit 

Appreciated property used to pay inheritance 
tax by estate (RR) 8 

Installment payment of state taxes effect on 
federal estate tax refund (RR) 9 

State gift tax owed at death becomes state es- 
tate tax obligation eligible for state death tax- 
es credit but not §2053 deduction for gift tax 
paid (CA 10) 14 


State generation-skipping transfer tax credit 
In general 22 


Stock 

Federal estate tax value of stock not set by 
stock options unless options granted pursuant 
to bona fide business arrangement (CA 3) 
187 





Stock options 

Federal estate tax value of stock not set by 
stock options unless options granted pursuant 
to bona fide business arrangement (CA 3) 
187 


Stock purchase agreemnts 

S corporation single class of stock requirement 
not violated by agreement in which two 
names for common stock used by corporation 
(PLR) 58 


T 


Tax avoidance transfers excise tax, §1491 

Valuable consideration received only a factor to 
be considered in imposition of pre-TRA 1976 
tax against transaction without business pur- 
pose (PLR) 7 


Tax-exempt income 
Estate distributions 100, 106 
Terminated trusts 111 


Tax on excess expenditures to influence legisla- 
tion, §4911 

See also 

—Lobbying activities 

Direct lobbying expenditures 45 

Grass roots lobbying expenditures 44, 45 

Imposition of tax 41 

Lobbying nontaxable amounts 41, 42 

Proposed Regulations 44 

Rate of tax 41 


Tax preference items 

Bargain sales to charity of appreciated property 
175 

Charitable contributions of appreciated proper- 
ty 175, 178 


Tax rates 
See 
—Rates of taxes 


Tax Reform Act of 1969 

Bargain sales to charity 177 
Charitable remainder trusts 98 
Unrelated business taxable income 140 


Tax Reform Act of 1976 

Disclaimers 23 

Gifts within three years of decedent’s death 122 
Section 501(h) election 41 

Special use real property valuation election 48 


Tax Reform Act of 1984 

Alternate valuation date 73 

Appreciated property distributions from estates 
and trusts, election to recognize gain 103 


Tax Reform Act of 1986 

Alternate valuation date 73 

Appreciated property distributions from trusts 
and estates 5 

Below-market interest rate loans 5 

Capital gains deduction repeal 176 

Charitable income tax deduction limitation on 
contribution of long-term capital assets 174 

Clifford trusts 6 

Conservation easements 14 

ESOPs 16 

Estimated tax liability for trusts and estates 5 

Estimated tax payments of unrelated business 
income tax 144 

Generation-skipping transfer tax 4, 7, 22 

Grantor trusts 6 

Income in respect of decedent 7 

Income tax rates 3 





Kiddie tax 3 

Qualified plan annuities 13 

Qualified terminable interest property elections 
on gifts 21 

S corporations 119 

Section 303 redemptions 4 

Special use real property valuation election 9 

Taxable year of trusts 5, 105 


Taxable year 

Estate selection of fiscal year 105 

Partnership taxable year not closed upon con- 
version of general partnership interest into 
limited partnership interest at death of gener- 
al partner (RR) 7 

S corporations 119, 149 

Trusts 5, 105 


Tenants in common 
See 
—Jointly-owned property 


Terminated trusts 

In general 109 

Capital gains 111 

Distributable net income (DNI) 111 
Estate as beneficiary 112 

Excess deductions 112 

Income not to be distributed currently 110 
Income to be distributed currently 110 
Set aside deduction 111 

Tax-exempt income 111 

Timing of payment of termination expenses 112 


Termination of estate 
See 
—Closing of estate 


Throwback rules 

In general 108 

Beneficiary trusts 109 

Bypassing distributions 95 

Estate distributions 92, 95 

Revocable inter vivos trusts 109 
Terminated trusts 110 

Trapping distributions 94 

Unborn and minor beneficiary exception 97 


Trade or business expenses 

Rental expenses not deductible in sales-lease- 
back transaction between business and inade- 
quately independent trust (TCM) 4 

Unamortized capital expenditures at death de- 
ductible on decedent’s final return (RR) 4 


Trade or business property, §1231 
Gains and losses 173 
Real property 173 


Trapping distributions 

See also 

—Distributions, estates and trusts 

In general 93 

Charitable remainder trusts to 99 

Distributable net income (DNI) 93 

Reimbursement of principal from income ac- 
count for taxes paid 93 

Throwback rules 

—In general 94 

—Bypassing distributions 95 

—Outside income 95 

—Reimbursements 96 


Trustees 
Terminated trusts 109 


Trusts 
See also 
—Beneficiary trusts 
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Trusts—Contd. 

See also—Contd. 
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